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PROFIT-SHARING AND COOPERATION. 

II. 

Having considered the relation between profit-sharing and 
cooperation in theory and in the discussion of economists, let us 
turn to their relation in practice. And here we find a phase of 
profit-sharing quite distinct from that previously considered and 
from that usually considered. Profit-sharing here is not an end 
in itself, but simply a means for carrying out the cooperative 
ideal. The economists have usually considered profit-sharing as 
an intermediate stage between the wage system as it now exists 
and cooperation as an ideal status ; or they have considered it 
as the best attainable modification of the wage system. This 
latter subject has been previously considered. 1 But before con- 
sidering profit-sharing as a transition stage to cooperation, let us 
consider it as one element of the modus operandi of cooperation. 
This is best illustrated by an account of the experience in Great 
Britain, where both plans have had many adherents, and where 
profit-sharing has had many trials in both producers' and con- 
sumers' cooperation. 

Profit-sharing was an essential part of the original coopera- 
tive scheme of Buchez, elaborated during the earlier part of the 
century. Laborers were to associate and organize, contribute 
their work and a limited capital, pay the regular rate of wages 
to themselves, set aside one-half the profits to accumulate a fixed 
capital, perhaps a portion of it for collective aid, education, or 
similar purposes, and divide the remainder among themselves in 
proportion to the labor contributed by each. One school of 
cooperators, known in Great Britain as the Individualist Coopera- 
tors, has maintained this principle as an essential of all forms 
of cooperation, whether distributive or productive. It is impos- 
sible to give exact and exhaustive details and statistics of this 
phase of profit-sharing, but a general idea of its scope, its success 

1 American Journal of Sociology, Vol. II, No. 4. 
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and failure, the merits and defects urged for and against it, can 
be presented. 

The cooperative movement which originated in France about 
the time of the revolution of 1830 had this feature as one of its 
essential elements. So also with the one of 1848, abnormally 
stimulated by the government. 1 During both periods the socie- 
ties founded were very numerous ; and an enumeration of them 
would be an enumeration of such institutions practicing this 
form of profit-sharing — and, it might be added, an enumeration 
of the failures of this plan. The more recent cooperative move- 
ment has been largely distributive cooperation, and profit-sharing 
has been less uniformly incorporated into the plan. The Inter- 
national Cooperative Alliance, growing out of the International 
Cooperative Congress held in Paris in 1895, attempted to force 
the acceptance of this plan upon all cooperators by restricting 
membership to those who practiced profit-sharing as an essential 
feature of their system. While this was unanimously supported 
by the French cooperators, it was not insisted upon, since the 
great majority of English cooperators would thus have been 
excluded. The congress, however, did resolve, with practical 
unanimity, that the true cooperative principle required "all 
cooperative associations employing labor to assign to their work- 
men a fair share in the profits." 

The situation in England has been a very complicated one. 
Cooperation in England sprang from two distinct sources. From 
Robert Owen, through the "Rochdale Pioneers," has come the 
influence creating the great movement of distributive coopera- 
tion which now includes more than a million families, almost one- 
eighth of the population of Great Britain. On the other hand, 
the productive cooperative movement was fostered by the Chris- 
tian Socialists, and was an imported idea, though since then 
largely developed aside from their influence. Such establish- 
ments now number almost two hundred, with more than twenty- 
five thousand workmen employed. The former, as a rule, reject 
profit-sharing both in their productive and distributive depart- 
ments ; the latter, as a rule, incorporate it as an essential element, 
1 Three million francs were granted by the government for this purpose. 
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Mr. Benjamin Jones, speaking of the associations formed at 
the instigation of the Christian Socialists, says : " In these asso- 
ciations the men employed were supposed to elect the officers 
and to share the profits in proportion to the amount of their 
weekly wages or allowances. All these efforts failed. Then 
those Christian Socialists who had allied themselves to the 
cooperators strove to convert that steadily growing body to 
their views on profit-sharing. The cooperators treated the sub- 
ject in their usual manner. They thought over it, they discussed 
it, and they experimented with it. The result is that, after forty 
years, out of more than a million codperators there are some 
forty thousand who believe in it as an expedient ; but the over- 
whelming majority have discarded profit-sharing altogether, and 
reject it, either as being a useless expedient, or as being con- 
trary to the fundamental basis of cooperation. It is true that 
cooperative congresses have, again and again, passed resolutions 
in favor of profit-sharing ; but in the comparatively few instances 
where it has been attempted to translate these resolutions into 
action at the business meetings of their societies, the attempts 
have been mostly unsuccessful." 1 

The struggle between these two contending factions, growing 
out of the antagonistic ideas, has been by no means a harmonious 
one. Nearly all the cooperative associations started by the 
Christian Socialists in the stormy period marking the middle of 
the century soon became extinct ; while the Rochdale move- 
ment has, despite many adversities, continued to prosper and 
increase. But about 1870 a new impetus was received by the 
productive cooperative movement, and since that time many 
such societies have been founded. It is among these that 
profit-sharing exists. It is popularly supposed that productive 
cooperation has been a complete failure in Great Britain, but 
this certainly is a misapprehension. Many cooperative enter- 
prises, both distributive and productive, have failed, and the 
phenomenal success of distributive cooperation has completely 
overshadowed the less spectacular development of productive 
cooperation. Its success, nevertheless, has been quite substantial. 

1 Benjamin Jones, Economic Journal, Vol. II, pp. 616, 617. 
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In August, 1897, there were reported 152 of these societies that 
divided profits with the workmen. 1 

In support of the assertion that this movement has been a 
failure is the often published list of 224 alleged failures that had 
been registered between 1850 and 1880. This period would 
include the greater portion of both cooperative movements. 
This statement has gone almost unchallenged. But some recent 
authorities give the following explanation. 2 Of the 224 only 
twenty-four were copartnership workshops, giving a definite share 
of the profits to the laborers ; some two or three in addition had 
established some form of philanthropic fund ; forty-four had been 
consumers' workshops, where the labor was employed as under 
any other industry ; the remainder were joint-stock concerns, 
registered as industrial societies to escape expenses. When the 
Labor Association, which has for its object the promotion of 
labor copartnership, as this form of cooperation is called, was 
formed in 1883, there were only fifteen such societies in exist- 
ence. There have been many failures since that time, but the 
ratio of success to failure has been largely increased. 

Out of the various cooperative interests grew the Cooperative 
Union, founded about 1871. It is now a loosely organized body 
of 1,500 or more cooperative societies, representatives of which 
meet annually in a cooperative congress. While merely a body 
for the exchange of ideas, it yet attempts to outline the policy 
of the general movement. At every one of these congresses 
the question of profit-sharing has come up for discussion, often 
quite acrimoniously. Year after year resolutions have been 
adopted indorsing the copartnership idea, but with no appreci- 
able effect. Miss Potter sums up the results of one of these 
resolutions and the subsequent investigation, called for by the 
congress of 1888: "Out of the 1,503 societies only 488 thought 
fit to reply to the circular of the Central Board, the remainder 

J Of this number, 61 are Irish societies, giving only fragmentary information. A 
more recent account given in Henry D. Lloyd's Labor Co-partnership increases 
this number to 228 for 1898, but without giving any further information concerning 
the profit-sharing feature. 

*Anuerin Williams and Henry Vivian in the Economic Review, Vol. IV, 
p. 310. 
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being presumably either indifferent or antagonistic to the reso- 
lution accepted with fervor by the majority of their delegates. 
Of these 274 societies were prepared to 'use their influence' in 
favor of profit-sharing, while only 180 societies were willing to 
consider the adoption of profit-sharing in their own establish- 
ments The 180 faithful societies were requested to state, 

after the lapse of a year, whether they had embodied the prin- 
ciples of profit-sharing in their rules, or whether they intended 
to recommend its immediate adoption. Of these only 35 
replied; 14 being associations of producers. Out of the 21 
stores, 12 habitually paid a bonus to labor (though this is not 
profit- and loss-sharing, still less the creation Of a self-governing 
workshop), 4 were prepared to recommend a bonus system to 
their members, while the remaining 5 refused to consider the 
question. The 274 societies willing to 'use their influence' 
proved even more refractory : only 19 of these vouchsafed an 
answer; 14, while 'fully sympathizing with the idea of profit- 
sharing,' deemed themselves incompetent to suggest 'any plan 
upon which profit-sharing should be worked in a federal institu- 
tion ; ' while the 5 societies with the courage of their convictions 
elaborated five mutually exclusive schemes, which they were 
prepared to recommend to the federal institutions." 1 At the 
Huddersfield congress in 1895 a similar agreement in theory 
resulted quite similarly in practice. 

Many cooperators, especially those interested in the larger 
societies, are opposed to profit-sharing in principle as well as by 
reason of the practical difficulties. At the Woolwich congress 
in 1896 the committee on conciliation reported : 

1. That the object of cooperation is to utilize the capital of cooperators 
by employing it in cooperative industry for the production and distribution 
of all the requirements of cooperative societies and the public generally 
under equitable conditions as regards labor and remuneration. 

2. That in connection with all cooperative enterprises, whether distribu- 
tive or productive, there should be set apart some portion of the profits as 
they arise, for the purpose of making some provision for the workers over 
and above such remuneration as they would receive in ordinary competitive 
workshops. 

'Beatrice Potter, The Co-operative Movement in Great Britain, pp. 178, 179. 
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3. That such portions of the profits may be used for the benefit of the 
workers, either (1) by way of increasing their remuneration ; (2) by enabling 
them to become shareholders ; (3) by providing superannuation or pensions 
in old age, under such conditions as the society concerned may fix from time 
to time. 

If these recommendations were adopted, we think there would be an 
elasticity about them which would enable most coSperators to agree, whilst at 
the same time it would promote the object we have in view, viz., that cooper- 
ative industry should be superior to private industry in its treatment of those 
who have to labor. 

The minority, representing the English Wholesale Society, 
reported that the existing basis of working their society was the 
most equitable and just to the body of cooperators ; and having 
once tried (1874-6) the payment of bonus to employes, they 
had not found it to produce the advantages claimed for it. Even 
the majority report did not satisfy the profit-sharing party as an 
expression of principle, and the question is apparently no nearer 
solution than ever. It is only the second method proposed 
above that satisfies, namely, a copartnership, a sharing in cap- 
ital, control, and responsibility. The minority, in the minority 
only in the, congress, but really the great majority in the move- 
ment, are termed the Federals, and represent the new movement, 
as opposed to the old idea fostered by the Christian Socialists. 
With the Federals, cooperation is carried on by consumers for 
the benefit of consumers. The entire body of consumers is 
grouped primarily into district societies. Each district society 
is to carry on for itself such production as it can, and the fed- 
eration of district societies, the wholesale societies, are to carry 
on production in the remaining industries. The actual workers 
in either case, as also those employed in the stores, are employed, 
as in any competitive business, for wages only ; and only as con- 
sumers do they become members of the society, or derive any 
benefit from it. The idea of the Federals is that, when the 
laborers are organized as consumers, the factor of profits is thus 
eliminated, and the laborers receive as consumers all the advan- 
tages desired for them under the profit-sharing plan. 

Miss Potter gives the solution thus : " Is it possible for an 
association of consumers to realize profits ? Profits I imagine 
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to be the net results of two distinct operations : the act of buy- 
ing and the act of selling (I include in the act of buying all 
payments, such as rent of land, of capital, of ability, as well as 
the price of raw material, and the wages of labor). But if I 
produce for my own consumption, I buy the raw material, but I 
do not sell the product ; therefore, I make no profit. And if, 
further, I engage an artist to paint my portrait, an architect to 
build my house, or a landscape gardener to lay out my grounds 
(supplying them with all materials), a bailiff to grow my corn, 
a foreman miller to grind it, a cook to bake it, while I and my 
household enjoy or consume the whole product, I realize no 
'profits.' A steward may supervise all these operations, or I 
may be my own housekeeper ; the wages I offer may be the 
mean, or they may be extravagant ; I may pay by the day, or I 
may pay by the piece ; but whatever remuneration I choose, or 
am forced to give, I cannot ask my employes to share in a fund 
that does not exist — profits." * 

So far as the worker himself is concerned, this offers no solu- 
tion whatever. It is the more equitable division of the results 
of production that the laborers are interested in, no matter 
whether called profits, dividends on purchases, consumers' sav- 
ing, or what not. That there is a clear distinction between the 
members of the society as employers of labor and as consumers 
who profit through dealing with the society is evident. No less 
evident is it that, as now organized and managed, there is no 
distinction, so far as the laborer is concerned, between his pres- 
ent employment and that in the normal competitive enterprise. 
The settling of the difficulty by an elimination of the word 
" profits " is a mere evasion. The margin represented by the divi- 
dends on purchases is certainly the same element in the transac- 
tion that is termed profits under the ordinary arrangement, 
perhaps slightly increased through certain peculiar influences, 
and slightly decreased through others. It is the element to 
which the laborer contributes by his care and exertion, just as 
the management of the association does by its foresight ; and, 
according to the profit-sharing theory, a portion of which is 

i potter, The Co-operative Movement in Great Britain, p. 96. 
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justly due him in addition to his stipulated normal wage In 
the sense of the entrepreneur, who takes all the risks and guar- 
antees to both capital and labor a fixed return, and in return 
reaps a variable profit, there is no " profits." For the entrepre- 
neur, as under any system of cooperation, becomes merely the 
manager of the first rank, employed on a fixed wage. And that 
which under the existing system is profits, and under a system 
of productive cooperation goes as the raison d'etre of such a 
system to the laborers engaged in the enterprise, under a system 
of cooperative distribution exists just the same, whatever name 
may be appropriate. Avoiding the dilemma, so far as it exists 
in theory, by a dividend on purchases, or by an increased wage 
charged to the cost of production, is an elimination of the 
terms, but not of the logical possibility of the plan. The same 
merits that are claimed for profit-sharing in the normal capital- 
istic system of industry are applicable, both in theory and prac- 
tice, to cooperative distribution and the production carried on 
under such a regime. 

The results of experience justify the statement as to prac- 
tice. The results in such enterprises have not been any more 
discouraging to the adherents of a profit-sharing system than 
have the results in competitive enterprises. 

The Individualist Cooperators hold that cooperation, as a 
solution of the present industrial difficulties, demands that the 
labor have (i) a share in the profits of the industry, not neces- 
sarily the whole of the profits, especially where the industry is 
carried on by a body of cooperative consumers; (2) a share in 
the control of the business, not necessarily the whole, as under 
the above circumstances. They hold this to be true, whether 
the enterprise is started by outsiders for the benefit of the work- 
men, by distributive cooperative societies for the benefit of the 
consumer, or by a group of workmen for their own benefit. 
And, in truth, as much difficulty has arisen in the latter case as 
in the former ones. The tendency is for such an organization to 
become a small joint-stock concern, and for the holders of stock 
to exclude other workmen from participating in the profits. This 
does not, then, differ from ordinary business enterprises. The 
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individualists hold that profit-sharing is a necessary element in 
any such form of cooperation, but only one of two. In this 
last is found the difference between this form of profit-sharing 
and profit-sharing as ordinarily considered. 

It is impossible to give an accurate and comprehensive 
account of the experience of this form of profit-sharing in the 
past. The number of such enterprises is unknown, as is also 
the length of the experience and the results As previously 
stated, all those started under the patronage of the Christian 
Socialists were of this type, and nearly all have ceased to exist. 
Nearly all the Scottish enterprises were of this plan, but there 
is no record of the number of failures. Many of the "work- 
ing class limited" associations adopted this plan, but none at 
present practice it. 1 Of the seventy-six Oldham cotton mills 
of this type, Mr. Schloss mentions two that have adopted and 
later abandoned the plan. 2 Mr. Jones 3 argues from the experi- 
ence of these societies the insufficiency of profit-sharing. In 
these "working class limiteds" the interest on capital averages 
only 4^ per cent., while wages are above the normal, having 
been increased more than 40 per cent, during the last twenty 
years. Hence the trades unions and the workmen in general 
feel that such societies are superior to profit-sharing, for under 
all profit-sharing schemes the interest and the dividends on cap- 
ital are far higher, while frequently wages are not up to the 
normal rate. 

In 1897 there were reported 1,845 distributive cooperative 
societies, or stores. Comparatively few of these give a bonus 
to labor. The Cooperative Union has made every effort to obtain 
information upon this point, but with no great success. The 
inquiry made in 1890 embraced 1,418 societies. The replies 
were not very numerous, while " about sixty societies state that 
they share profits with their employes, but to what extent and 
in what manner it is almost impossible to determine. Many 
societies, however, state that their employes get the same amount 

1 Benjamin Jones, Co-operative Production, chap. 28. 
" D. F. Schloss, Report on Profit Sharing, p. 14. 
3 Co-operative Production, p. 789. 
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per pound on their wages as is paid to the members on their 
purchases." I This is the usual method with such societies, and 
such bonuses would average from 5 to 12 per cent, on wages. 
But this cannot be regarded as an addition to wages in all cases, 
for in many such cases the wages are below the normal, on 
account of the bonus given. In addition to this, it is to be 
noted that in some of these cases the bonus paid is merely a 
commission on sales, and not a division of profits. To what 
extent this is true cannot be stated. The last investigation, 
completed in 1897, included 1,434 distributive societies, of which 
235, or about one in six, divided profits. 

In reply to a similar inquiry concerning those consumers' 
societies having productive departments, answers were received 
from only 199, sixty-one of which had productive departments. 
Of these only ten claimed to practice profit-sharing. But three 
of these were really not cases of profit-sharing, but rather of extra 
wages not depending on profits. The Scottish Wholesale Society 
is the largest of these, and for a long time has divided profits 
with the laborers, now numbering about 2,000. The bonus has 
averaged 3 or 4 per cent, on wages over a long period of years. 
As to a dozen or more "supply associations," which are 
really middle-class joint-stock companies, but one, the Agricul- 
tural and Horticultural Association, practices profit-sharing. 
This it has done since 1874. 2 

Finally , as to the societies of producers : as previously remarked, 
under the influence of the Labor Association, most of these are 
profit-sharing. In August, 1897, there were 152 such societies 
reported.^ Yet in the minority are included all the great pro- 
ductive enterprises, so far as their financial importance is con- 
cerned. No account of the failures is possible, though an 
explanation of a popular error in this respect has been given. 
Yet a similar error is apt to be made in regard to the successes. 
These figures are given from the summaries of the Labor Co part- 
nership without any consideration of the wages paid, whether 

1 Schloss, Report on Profit Sharing, p. 16. 

2 Ibid., pp. 44-6. 

3 Labor Co-partnership, August, 1897. 
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they are below the normal trade-union wage, or whether there 
are other disadvantages offsetting the extra compensation. The 
following analysis of the latest report will, however, throw some 
light on this point: 152 productive societies shared profits; of 
these, 24 made no report concerning profits, and 42 made no 
report concerning dividends to laborers ; of the 86 reporting 
a dividend, 4 gave no means of determining the ratio of 
dividends to wages, half of the remainder gave a dividend of 
less than 1 per cent, on the wages paid, 20 gave more than 2 per 
cent., and but 3 gave as much as 7 per cent. This is decidedly 
better than the previous year, when only 44 out of 155 reported 
dividends. Of the 114 dealt with by Mr. Schloss in his report, 
for the year 1892, 55 made no returns; of the remaining 59, 
there were 27 cases in which no dividend was made, there was 
1 which gave a bonus of 16.4 per cent., 15 which gave a bonus 
of from 4 to 9 per cent., and the remainder gave a bonus of less 
than 4 per cent. For the entire 59 cases, the average was 2.4 
per cent, on wages. A partial explanation of the fragmentary 
and discouraging reports during 'the past few years is found in 
the fact that the increase in the number of the societies consists 
almost exclusively in Irish creameries, there now being 58 of 
these out of a total of 152. Very fragmentary reports are 
received from these; while all of them are reported as dividing 
profits with labor, only 16 of them really showed a dividend. 

A brief consideration of the structure of these productive 
societies may be of interest. While the type is the same, the 
details are of the greatest variety. All have limited liability ; 
most of them have shares of one pound or less ; nearly all of 
them adhere to the rule of one individual, one vote, and no 
proxy voting ; all are directed by committees elected at a gen- 
eral meeting, and these control the business through a secretary 
and usually a manager. They differ chiefly in defining who is 
eligible to membership and to the committees, and as to the 
method of division of the profits. In some every member is 
eligible ; in some all committeemen are employes, in some only 
a certain number, and in some they are excluded altogether. 
The following is a type of the methods of division of profits : 
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After providing for depreciation, for 5 per cent, interest on cap- 
ital, certain per cent, for reserve, and perhaps for propaganda, 
education, philanthropic works, etc., the remaining profits are 
divided thus : to workers 40 per cent., to customers 20 per cent., 
12 per cent, to officers and committeemen, 10 per cent, to provi- 
dent fund, 10 per cent, to share capital, 5 per cent, to educational 
fund, 3 per cent, to special service fund. Yet these details vary 
without limit, some of the above funds being altogether wanting 
in many cases. 

Since the real purpose here is to discover the application of 
a principle, and not to give an exhaustive account of its opera- 
tion, further consideration of this phase of the subject is hardly 
possible. In no country has the subject received the attention 
that it has in Great Britain ; cooperation in any form being much 
more of a rarity, at least as a modification of " capitalistic pro- 
duction." Even in France there were reported only 202 produc- 
tive cooperative societies for 1897. Not on ly is this true, but 
the information concerning their experience is much more frag- 
mentary upon the point under consideration. 1 The only reason 
for considering this phase of the subject is that in Great 
Britain producers' cooperation has been developed by insisting 
on the profit-sharing principle, and that the great development 
of cooperation, especially that of consumers, does not affect the 
problem of wages save through profit-sharing. This is not true 
elsewhere. Any wider investigation of cooperation would lead 
to the consideration of the agricultural syndicates, popular 
banks, and other forms of cooperative credit common on the con- 
tinent and, in one or two special forms, in Great Britain and the 

1 The results of an investigation concerning similar societies in France were pub- 
lished in 1897, the data being for the year 1895. There were then 172 such societies, 
165 of them furnishing data for the report. These 165 societies had 9,129 members, 
had capital amounting to 8,904,000 francs, did a business of 32,220,000 francs, and 
realized profits to the sum of 1,832,000 francs. The profits of those societies realizing 
all but about 300,000 francs of the total profits were divided as follows : 154,290 francs 
to reserve funds ; 912,000 francs to interest and dividends on capital ; 68,760 francs 
to management ; 218,170 francs to laborers belonging to the associations; 158,430 
francs to laborers not members; and 50,000 francs to provident funds. In 1896 these 
societies had increased in number to 202. (Arthur Fontaine, Les associations 
ouvriires de production, Paris, 1897.) 
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United States. This is the form of consumers' cooperation that 
is developed especially in Germany and Russia. While there 
could be given quantitative statements of considerable value, if 
our interest was primarily in cooperation, their relation to profit- 
sharing is so remote and indirect, and the information on this 
subject so fragmentary, that the results are altogether incon- 
clusive and of little value. For example, the one phase of this 
form of cooperation developed in the United States is the build- 
ing and loan association. It is evident that it is so remote from 
profit-sharing that it throws no light upon the subject. This is 
true of all forms of cooperative credit, and, with the exception 
noted above, of all forms of consumers' cooperation, since profit- 
sharing has popular interest and social importance only as a 
modification of the wage system. 1 

III. 

The third phase of the subject is worthy of special attention. 
While John Stuart Mill's confident expectation in regard to the 
future of profit-sharing and cooperation has been far from real- 
ized, and in truth gives no further promise of realization now than 
then, yet there are several instances of such evolution. While the 
vast majority of cooperative enterprises are formed outright 
by the workmen interested, or, in Great Britain, are developed 
in connection with the profit-sharing principle as explained 
above, there are several very prominent instances of the growth 
of successful profit-sharing enterprises into true cooperative 
ones. While Mr. Mill had greater hopes of the frequency of 
such occurrences than other economists, yet there are many, 
interested in this phase of the social question, who have centered 
their hopes in this very process. Hence the half dozen or more 
instances of this character are of more than passing interest. 

First of all is the well-known instance of the Maison Leclaire, 
the accredited originator of the system. The system of profit - 

■ The most recent special study of this phase of the cooperative movement is Mr. 
Henry D. Lloyd's Labor Co-partnership, a most excellent and enthusiastic account. 
The only additional statistical information given is that mentioned in the preceding 
footnote, giving, however, no further information concerning profit-sharing. A review 
of Mr. Lloyd's book will be found in the March (1899) number of the Journal. 
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sharing introduced in 1842 continued in force for the period of 
a generation, and in 1869, a few months previous to the founder's 
death, was transformed into a true cooperative association, now 
known as Redouly et C ie . The experience of this firm is so well 
known that it hardly needs repetition here. 

Less well known, but of scarcely less importance, is the firm 
of Larouche-Joubert et @ e , now the cooperative paper works of 
Angouleme, France. The difficulties in the way of both profit- 
sharing and cooperation in this industry are very great, for the 
fixed capital is proportionately very large, and the cost of labor 
is but a small portion of the total cost of production. But the 
success is no less marked. Beginning a rudimentary participa- 
tion the year after Leclaire instituted his profit-sharing scheme, 
various modifications of the wage system, such as progressive 
wages, bonus on production, and prizes based on quality, guaran- 
teed high rate of interest on deposits made by laborers toward 
the purchase of stock, and stock-holding by employes were 
successively introduced. It is this latter that has become of 
greatest importance. This firm has adhered to the plan of 
paying in cash all dividends from profits, and hence some 
phases of the transition do not appear to as great advantage 
as in other systems. The employes purchase stock as they are 
able, exceptional advantages to this end being afforded. The 
dividends made would, in time, make the purchase, but there 
is no c.ompulsion. Deposits of from 20 to 5,000 francs were 
received, drawing 12 per cent, interest, the one provision being 
that the depositor had worked for the firm for two years. 
When the deposit amounted to 100 francs, it received a 
specified share in the profits. The larger deposits are exchanged 
for shares of stock, so that in time the workmen shall become 
the owners of the entire establishment. The profit-sharing 
system was quite complex, being specifically adapted to the 
several different departments of the business. After paying 
all fixed charges and expenses, including 5 per cent, interest 
on stock and salaries of managers, 30 per cent, of the net profit 
is divided among the six directors, 10 per cent, to the superior 
employes, 12 per cent, among the customers of the house, much 
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after the manner of the English wholesale cooperative societies, 
and the remainder is declared as a dividend to capital, the par- 
ticipating depositors, and that portion of the wage-earners which 
is not included in the distribution of profits in any of the special 
departments. The founders of the house still retain a large 
share in the control of the business. 

Of still greater reputation is the Maison Boucicaut, the Bon 
Marche" of Paris, now become Plassard, Morin, Fillot et C", a true 
cooperative company, after a substantial growth of twenty-five 
years. M. Boucicaut introduced a system of profit-sharing in 
1876, in the form of a provident fund. After his death Madame 
Boucicaut took up his work and his plans. In 1880 twenty -six 
heads of departments and other superior employes were admitted 
into the firm as sleeping partners. Several of these associates 
were simply representatives of groups of employes, who were 
thus enabled to become associated in the business. In this man- 
ner 7,500,000 francs, three-eighths of the total capital, were 
placed in the hands of employes, in shares of 50,000 francs. 
Madame Boucicaut continued to cede portions of her stock in 
shares of similar amounts as fast as employes desired to obtain 
them. Provident funds, retiring funds, percentage on sales, etc., 
are additional advantages, or, rather, are features of the profit- 
sharing system, and are specially advantageous to those not asso- 
ciated with the stockholders. However, a five-year service is 
the only qualification required of stockholders. In 1896 a "Civil 
Society" was constituted, which was to come into possession of 
the capital stock held by the head of the firm upon her death. 
This event occurred the following year. At the same time was 
founded the retiring fund, out of the private fortune of the bene- 
factress. This fund secures pensions to those employes who 
have no interest in the business of the house. The Civil Society, 
when it took charge as a limited stock company, consisted of 373 
members ; and it remains sole proprietor of the capital stock 
under the name of Plassard, Morin, Fillot et C ie , these being 
the three directors selected by Madame Boucicaut previous to 
her death. In addition to the 373 stockholders, 81 employes 
have an interest in the total business of the house, and 158 have 
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special interest in the profits of their departments. The remain- 
der of the 3,000 or more employes are benefited by the special 
funds mentioned. 

The best example of such a development is the " Familistere 
Society of Guise, Cooperative Association of Capital and Labor," 
formerly the Maison Godin of Guise, France. Though some 
phases of M. Godin's communistic ideas were put in force as 
early as i860 in the construction of the first familistere, yet 
the profit-sharing and cooperative plan was contemplated for 
almost forty years after the business was founded before it was put 
into practical operation. We have here no interest in the fami- 
listere, the communistic tenement houses, though this feature 
has been made of greatest importance, and, in fact, has a greater 
prominence than the more commendable features of the system. 
The profit-sharing system was introduced in 1877, and was con- 
tinued for three years, with an average distribution of 57,000 
francs, but in 1880 the profit-sharing scheme was elaborated and 
combined with a plan ultimately making the enterprise coopera- 
tive. 

The workmen in the enterprise are divided into five classes, 
the first three of which are members of the association that now 
has complete control. These are the associe's, the sociitaires, the 
participants, the int/ress/s, and the auxiliaires. The members of the 
first three groups are the cooperators. An associe" must be 
twenty-five years of age, a resident of a familistere, and an 
employe of the society for at least five years, able to read and 
write, and owner of certificate of stock of the society to the 
value of 500 francs, and must be admitted by the general assem- 
bly as an associe'. A sociitaire must be twenty-one years of age, 
free from military duty, a resident of a familistere, an employe 
for three years, and must be admitted by the general council. A 
participant must possess similar qualifications, except that only 
one year's employment is requisite. The inte'resse's are outsiders 
who have come into possession of certificates of stock, but take 
no part in the work. The auxiliaires are workmen employed by 
the society when extra help is needed, but who have not ful- 
filled the requirements of membership. The first three classes 
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numbered 1,041 out of a total of 1,720 employes in 1895. The 
associh have entire control of the management of the enterprise. 
The transfer to the cooperative basis began in 1880, and was 
completed in 1894. The total capital stock, based on a careful 
inventory, was 4,600,000 francs. This was divided into founder's 
certificates, to be replaced by association certificates as the mem- 
bers of the society came into possession of them. This was 
done as follows : After expenses of production, including inter- 
est on certificates, had been met, the net profits were applied 
to the purchase of founder's certificates, instead of being divided 
as cash dividends on wages of the members of the society, as was 
done from 1877 to l &79< after the manner of most profit-sharing 
enterprises. The dividends were thus paid to employes as asso- 
ciation certificates, and the founder's certificates were canceled 
as fast as purchased. The last founder's certificates were replaced 
by association certificates in 1894, and the society came into 
complete possession of the property. Since then such dividends 
are paid in cash. A member now receives, in addition to his 
wages, profits on capital, interest on capital, and profits or divi- 
dends earned by his wages ; so that with many wages constitute 
only 70 per cent, of the annual income. The division of profits 
is as follows: 25 per cent, is allotted to the directors, and the 
remainder is allotted to labor and capital. The 25 per cent, is 
divided as follows: 4 per cent, to the general manager, [4 per 
cent, to the members of the general council, 2 per cent, to the 
council of audit and control, 2 per cent, in awards to workmen 
for exceptional service, and I per cent, for the advanced educa- 
tion of one or more scholars, these awards being made by the 
managing council. Out of the 75 per cent, allotted to labor and 
capital (until 188 1 one-third of this was devoted to the formation 
of a reserve fund equaling 10 per cent, of the capital stock), 
capital draws a fixed proportion. That is, the earnings of capital 
amount to 5 per cent, on the capital stock, or 230,000 francs 
annually. Labor earns a varying amount. The assoctis share in 
profits on the basis of twice the amount of their earnings, the 
socie'taires on the basis of one and a half times the amount of their 
earnings, and the auxiliaires and participants on the exact amount 
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of their earnings. The 75 per cent, of the profits is declared as 
a dividend upon the above sums and then divided among the mem- 
bers of the groups in accordance with the earnings estimated as 
above. Space forbids a more detailed account of this most inter- 
esting of all such developments. A most accessible as well as 
complete account is found in the Bulletin of the Department 0} 
Labor, for September, 1896, by W. F. Willoughby. M. Godin's 
Solutions sociales, published in 1 871, is but an earnest of that 
which has come to pass. 

The best-known of English attempts at such a transition is 
that of Wm. Thompson & Sons, of Huddersfield, manufacturers 
of woolen goods. The transition was made in 1886. The capi- 
tal stock is about ^6,000 in £\ shares, and about ;£i 1,000 loan 
capital bearing 5 per cent, interest. The latter belongs for the 
most part to Mr. Thompson. The shares are held by working- 
class cooperative societies, by trade-union organizations, by 150 
employes, by other workmen, and by twenty-six other persons 
"interested in the movement." Mr. Thompson is president and 
manager of the society, removable only by a vote of five-sixths 
of all the members of the association and five-sixths of all votes 
capable of being given at a general meeting. He also may 
appoint his successor. The " manager shall control all business 
carried on by the society, and engage, remove, or discharge all 
assistant managers, salesmen, or employes of every description, 
and fix their duties, salaries, or other remuneration at such 
rates, and require them to give such security, as he may 
determine, subject to the duty of regularly reporting all such 
acts to the committee." The committee's functions are mainly 
advisory. 

Profits are divided as follows : ( 1 ) to a depreciation fund ; 
(2) in paying 5 per cent, dividend on share capital ; (3) in form- 
ing a reserve fund ; (4) in educational funds ; (5) in subscribing 
to the cooperative union ; (6) to an insurance and pension fund ; 
the remainder of the profits are divided into two equal parts, one 
of which is divided among all persons who have been employed 
by the society for not less than six months as a bonus on wages, 
and the other half among the customers of the society. The 
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bonus to employes is applied on the purchase of shares in the 
society. 

A society quite similar to the above is the Brownfield's Guila 
Potter Society, of Cobridge, Staffordshire. This was founded in 
1892 from the firm of Wm. Brownfield & Sons. It is in every 
respect similar to the above, save that the number of employes 
is considerably larger, about 400, and that some of them do not 
as yet hold stock. 

The only instance of this character found in the United States 
is that establishment of the N. O. Nelson Co., of St. Louis, 
which is located at Leclaire, 111. The failure of a previous 
attempt to make this transition has been noted. 1 This was in 
December, 1895. A few months later the transition was made in 
one of the six departments of the works at that place. To The 
Leclaire Cooperative Cabinet Association were transferred buildings, 
machinery, and material to the value of $6o,000. More than 
one-half of the workmen in that department subscribed for one 
share each at $1,000 per share. One-tenth of this was to be paid 
by deducting 1 5 per cent, from wages, the remainder to be paid 
out of profits. Others of the workmen may go in when they 
choose upon the same terms, and no new men are hired except 
on these terms. Six per cent, interest is paid the company on 
the unpaid balance of the purchase price, and to each member 
on the amount of his paid-up stock. These payments are 
charged to the expense account before there is any division of 
profits. One-half of the profits are then divided in proportion 
to wages and credited on each one's share. Ten per cent, of the 
profits is devoted to education, and the remainder to public 
maintenance, pension and old-age funds, to depreciation and 
surplus funds. It is hoped in time to establish all the depart- 
ments at Leclaire on this basis, and the same terms are now 
open for them to accept. 

Paul Monroe. 
Teachers College, 

Columbia University. 

1 American Journal of Sociology, May, 1896. 



